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BellSouth's anticompetitive acts also justify

substantial forfeitures. In addition to its admitted

violation of the Commission's ONA policies, BellSouth has

violated the basic terms of its own CEI plan by failing to

make call forwarding features available to its competitors.

Comments of ANPA at 10, Comments of Cox at 36-37.

BellSouth's new CCL pricing scheme also raises issues as to

whether it is attempting to deprive enhanced service

providers of existing access arrangements, contrary to

Commission policy. ~ BellSouth CEI Order at 7297, n.143.

If so, a forfeiture is justified for that additional

violation.

The Commission should investigate BellSouth's

pricing and marketing policies to determine the appropriate

sanctions for 8ellSouth's apparent cross-subsidization of

MemoryCall. As detailed in Cox's comments, MemoryCall's

pricing and BellSouth's refusal to provide cost data to

regulators make it difficult to draw any inference but that

MemoryCall is being cross-subsidized from ratepayer funds. V

Comments of Cox at 23-24. A full investigation, followed by

the imposition of appropriate sanctions, i. the only way to

assure that ratepayers are protected from paying

unreasonable rates as a result of cross-subsidization.

if Cox notes that BellSouth, more than two months
after the issuance of the Order, has yet to produce the cost
data requested by the Georgia PSC.



- 17 -

Finally, the real world monopoly abuses revealed

by this proceeding should compel the Commission to

strengthen its regulatory protections of the enhanced

services industry. If left unchecked, BellSouth and the

other regional companies will cripple what otherwise would

be fair and competitive markets.~

IV. CONCLUSION

The facts in the records of three distinct

proceedings paint a compelling portrait of continuing

monopoly abuse by BeIISouth. The Georgia PSC compiled a

voluminous record of how BellSouth exploited its monopoly to

create technical, marketing and pricing advantages for

MemoryCall. The MFJ Court found the same pattern, not just

in Georgia but in Florida and elsewhere. The record in this

proceeding shows not only that BellSouth abused its

monopoly, but that the abuses continue and extend far beyond

Memorycall.

BeIISouth's exploitation of its monopoly violates

Commission rules and policies and BeIISouth's own CEI plan;

it also does fundamental violence to the basic principles of

free and fair competition that undergird the Commission's

enhanced services policies. Enforcement of those Commission

l2/ As with its comments in this proceeding, Cox is
submitting a copy of the.e reply comments to the docket in
the Computer III remand proceeding.
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policies is the only way to assure free and fair competition

and to create a vibrant, innovative enhanced services

market.

Re.pectfully submitted,

COX ENTERPRISES, INC.

BYM:.""_~~~~IfM..ISlqJ~-
Werner K. artenberqer.
Peter C. Canfield
J.G. Harrinqton

Its Attorneys

Auqust 6, 1991

DOW, LOHNES & ALBERTSON
1255 23rd Street, N.W.
Suite 500
Washinqton, D.C. 20037
202/857-2500
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317·12$ Per""'t.r cent.r . West
Atllnta. Georg'l 303066
404 31'-2450

M.", Q. Dick.,,,
AII,'tl'" ViCe PrISldent

July 19, 1991

RECEIVED
The Honorable
Georgia Public Service Commission
244 Washington Street, S.W.
Atlanta, Georgia 30334

Gentlemen:

'JUl 1 9 1991

txenltive Secfetarf
G•. Public Service Commission

Attached for filing with the Commission is the following
page for the Access Service Tariff:

Access Service Tariff

Section £3 - Seventh Revised Page 6

This tariff filing is being made to restructure the
recovery of revenue associated with the Carrier Common Line
Rate Element.

Please acknowledge receipt of this tariff by signing and
returning the second copy of this letter.

y;;;~~~~
fS;i(::n~ Vice President

Attachment

Copy to: Ms. Nancy G. Gibson
Consumers' Utility Counsel of Georgia
32 Peachtree Street
Suite 225
Atlanta, Georgia 30303



CE~TIrICATE or SERVICE

I hereby certify that I have this day served a copy of the

Georgia Access Service Tariff, Section E3, Seventh leviled 'age

6, upon the Consumers' Utility Counsel of Georgia, MI. Nancy G.

Gibson, Suite 225, 32 Peachtree Street, Atlanta, Georgia 30303.

Dated at Atlanta, Georgia this 19th day of July, 1991.

L · L.
4~~--"
Assistant Vice President
Regulatory Matterl



SYNOPSIS

This tariff filing, through the restructure of Carrier
Com.on Line (CCL) revenue recovery, will enable the Company to
better price switched access s.rvices based. upon the value of
those s.rvic.s. In particular, cu.tom.r. u•• of re.tur. Group
A (rGA) .nd Feature Group I (rGI) acc.s. s.rvices for the
provi.ion of speci.lized communications functions, incr•••• s
the v.lu. of th••• s.rvic•• b.yond that currently reflected by
the .xi.ting rate structur•.

Th. value of rGI .cc.s. s.rvic. i. great.r to certain
market segm.nts due to its unique aarket characteristics. This
added value is in the fora of a LATA-wid. nationwide 7 digit
(9S0-xxxx dialing) telephone number that appears to customers
to be a local number. Traditionally, Feature Group 0 (rGO) has
been considered to be a superior form of access (and continues
to be for basic MTS access) .nd was therefore priced higher
than FGB. However, the relative value of rGI, with its
nationwide 7 digit number capability, has increased due to
customers utilization of the service for the provision of
specialized enhanced services. This increase in value is
recognized by raising rGB eeL charges for originating minutes
of use (MOU) from $O.0090/MOU to $O.OSS3/MOU. This tariff
filing also proposes to lower the Terminating CCL rate from
$0.0280/MOU to $0.0263.

The total revenues of the Company will not change as a
result of this tariff filing (revenue neutral).



SOUTHERN BELL TELEPHONE
AND TELEGRAPH COMPANY

GEORGIA
ISSUED: luly 19. 1991
IY: 'rtsident-Georeia Division

Atllnll, Georp

ACCESS SERVICE TARIFF Seventh Revised Pa. 6
Clncels Sixth Revised Pile 6

EFFECTIVE: Seplember 3. 1991

E3. CARRIER C0t&40N LINE ACCESS

E3.7 Aate Regulations (Cont'd)
F. When the IC reporu intenute and intrula.. UM of in _"ice Swiached Aceaa Se"icc. the Carrier Common

Line Access accas minutts will be adjusl.d .. follows. 11M Clrrier Common Lint Access '1CCaI minutes
d.veloped by the billina1fttity will be mUltiplied b, the intrutlt. percen.... as lit fonh in £2.3.14. The result
will be used to determine the Clrrier Common Lint Char.. as lit fonh in G. followinl.

G. AIt.r the adjuscme"u IS lit fonh in F. precedin,have ....n Ipplied. wh.n neceuary. 10 the Carrier Common
Line Access access minutts, the charps for the in¥OI~.d IC account will be det.rmined .. follows:
1. The access minutes will be multiplied by Ih. Clrrier Common Un. charles IS set fonh in E3.' followinl

10 determine the charps.

E3.8 Rates and Charges
A, Th. rales for Carrier Common Line Access are:

Clrrier Common Line Charee
(1) Oricinaline Access Minute'

Rltl

(T)
(T)

(a) FGA (for .." witla e..,tOlfl"'" FXJONAL ,,"ltt). FGC,
FGD, Clch uOIa II (C)

(b) FGA (for ..,t willi e..ltOlfltl", KTSl1fA1S Opt ,,"itt).
FG', Clcl\ .•553 Nl (C)

(2) Terminatine Access Minule (N)

(a) Each .lZ13 ttl (N)
Notl 1: Per Docket No. 3183-U. the Orilinatinl Clrrier Common Line (OCCL) rate will

be adjusted annally on Janulry 1 of uch year ICcordine to lhe followine
procedure: (1) For Janua" 1,1991 the capped 1989 revenue will be ,rown by Ihe
percenl crowlll in residential access lines or by 3.5 percent, whichever is less. For
subsequent years the capped revenue level will be developed by &fOwin, the
p,.vaous year's capped OCCL revenue level by the percent FOWlh in residenlial
access lines or by 3.5 percent. whichever is less; (2) The capped revenue Imount
determined in step 1 will be divided by the forecasted OCCL minults of '* 10
determine lhe rite level for thaI year; (3) A anae·up adju'uncnt baled on ICla)
minults of use and percent IfOwth in nsadential access lines for the previous
calendar year will be made durin, March of lhe current year based on March I
dlta. All Idjuslmenu. IS a result of either over or underrecovery of the capped
revenue Imount, wiIJ nOI be ISICSSCd an, penalty char.s (e.I.• inleresl penalty and
late payment charps).
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I hereby certify that on this 6th day of August,
1991, copies of the foregoing "Reply Comments of Cox
Enterprises, Inc." were served by first class, United states
mail, postage prepaid, upon the following parties, except
where indicated:

*The Honorable Alfred C. Sikes
Chairman
Federal Communications commission
Room 814
1919 M Street, N.W.
Washington, D.C. 20554

*The Honorable James C. Quello
Commissioner
Federal Communications commission
Room 802
1919 M Street, N.W.
washington, D.C. 20554

*The Honorable Sherrie P. Marshall
Commissioner
Federal Communications Commission
Room 826
1919 M Street, N.W.
washington, D.C. 20554

*The Honorable Andrew C. Barrett
Commissioner
Federal Communications Commission
Room 844
1919 M St~eet, N.W.
Washington, D.C. 20554

*The Honorable Ervin s. Duggan
Commissioner
Federal Communications Commission
Room 832
1919 M Street, N.W.
waShington, D.C. 20554

*Robert L. Pettit
General Counsel
Federal Communications commission
Room 614
1919 M street, N.W.
Washington, D.C. 20554

*Richard Firestone
Chief, Common Carrier Bureau
Federal Communications commission
Room 500
1919 M Street, N.W.
Washington, D.C. 20554
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*James D. Schlichting, Esquire
Chief, Office of Policy and

Program Planning
Common Carrier Bureau
Federal Communications Commission
1919 M Street, N.W., Room 544
Washington, D.C. 20554

*Peg9Y Reitzel
Common Carrier Bureau
Federal Communications Commission
Room 544
1919 M Street, N.W.
Washington, D.C. 20554

*Melissa Newman
Policy and Program Planning Division
Common Carrier Bureau
Federal Communications Commission
1919 M Street, N.W., Room 544
Washington, D.C. 20554

William B. Barfield
Thomas T. Rawls II
BellSouth corporation, Southern Bell Telephone Company

and South Central Bell Telephone Company
1155 Peachtree Street, N.E.
Suite 1800
Atlanta, Georgia 30367-6000

David I. Adelman, Esq.
Roger M. Siegel, Esq.
Attorney General's Office
132 State Judicial Building
Atlanta, Georgia 30344

Honorable Bob Durden, Chairman
Georgia Public Service Commission
224 Washington Street, S.W.
Atlanta, Georgia 30334

Downtown Copy Center
1114 21st Street, N.W.
Suite 140
Washington, D.C. 20037

Richard E. Wiley, Esquire
Robert J. Butler, Esquire
Counsel for Prodi9Y Services Co.
Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006
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Randolph J. May, Esquire
Alicia A. McGlinchey, Esquire
Counsel for CompuServe Inc.
Sutherland, Asbill & Brennan
1275 Pennsylvania Avenue, N.W.
Washington, D.C. 20004-2404

Daryl L. Avery, Esquire
Peter G. Wolfe, Esquire
Paul B. D'Ari, Esquire
Public Service Commission

of the District of Columbia
450 Fifth Street, N.W.
Washington, D.C. 20001

Ms. Carol F. Sulkes
Vice President - Regulatory Policy
Central Telephone Company
8745 Higgins Road
Chicago, IL 60631

J. Roger Wollenberg, Esquire
William T. Lake, Esquire
Jonathan Jacob Nadler, Esquire
Counsel for International

Business Machines Corporation
Wilmer, cutler & Pickering
2445 M Street, N.W.
Washington, D.C. 20037

Timothy B. Hackman, Esquire
International Business

Machines Corporation
2000 Purchase Street
Purchase, NY 10577

Mr. Douglas E. Neel
Vice President, Regulatory Affairs
MessagePhone, Inc.
5910 N. Central Expressway
Dallas, TX 75206

Henry D. Levine, Esquire
Debra L. Lagapa, Esquire
David L. Sieradzki, Esquire
Counsel for the California Bankers

Clearing House Association,
MasterCard International Inc.,
the New York Clearing House
Association and VISA U.S.A., Inc.

Morrison & Foerster
2000 Pennsylvania Avenue, N.W.
Washington, D.C. 20006
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R. Michael Senkowski, Esquire
Jeffrey S. Linder, Esquire
Todd M. Stansbury, Esquire
Counsel for the Association

of Telemessaging Services
International, Inc.

Wiley, Rein' Fielding
1776 K Street, N.W.
Washington, D.C. 20006

Frank W. Kroqh, Esquire
Donald J. Elardo, Esquire
MCI Telecommunications Corp.
1133 19th Street, N.W.
Washington, D.C. 20036

Mary McDermott, Esquire
Shelley E. Harms, Esquire
Counsel for New York Telephone

Company and New England
Telephone and Telegraph Co.

120 Bloomingdale Road
White Plains, NY 10605

Michael D. Lowe, Esquire
Lawrence W. Katz, Esquire
Counsel for The Bell Atlantic

Telephone Companies
1710 H street, N.W.
Washington, D.C. 20006

Peter Arth, Jr., Esquire
Edward W. O'Neill, Esquire
Ellen S. LeVine, Esquire
Attorneys for the state of

California and the Public
utilities Commission of
the State of California

505 Van Ness Avenue
San Francisco, CA 94102

Donald E. Ward, P.C.
Counsel for us Sprint

communications Co., L.P.
1025 Connecticut Avenue, N.W.,

suite 311
Washinqton, D.C. 20036

Leon M. Kestenbaum, Esquire
us Sprint communications Company
1850 M Street, N.W., Suite 1110
Washington, D.C. 20036
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Richard E. Wiley, Esquire
Michael Yourshaw, Esquire
Katherine A. King, Esquire
Counsel for American Newspaper

Publishers Association
Wiley, Rein & Fielding
1776 K street, N.W.
Washington, D.C. 20006

W. Terry Maguire, Esquire
Claudia M. James, Esquire
Brigette M. Rouson, Esquire
American Newspaper Publishers

Association
Dulles Airport
P.o. Box 17407
Washington, D.C. 20041

Howard D. Polsky, Esquire
Counsel for ADT Security

Systems, Inc.
Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

Patrick K. Wiggins, Esquire
Counsel for ATC
Wiggins & villacorta, P.A.
501 E. Tennessee Street, Suite B
Post Office Drawer 1657
Tallahassee, FL 32302

Paul E. Nolting, Esquire
Division Counsel
Unisys Corporation
Township Line & Union Meeting Roads
Blue Bell, PA 19424

~tf
Bonnie V. Biely

*via hand delivery.

Villarroel
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Sept.-bar 1, 1994

Robert B. Baker, Chairaan
Georgia Public Service Camaission
244 Washington street, S.W.
Atlanta, GA 30334-5701

Honorable cbairaan and Camaissioners:

In July 1992, the commission directed the Staff to conduct an

audit of Southern Bell Telephone and Telegraph Company's cost

allocations and affiliated transactions. The commission wanted a

review of the relationship between the Ca.pany's regu~ted

telephone operations and both its nonregulated activities and the

nonregulated operations of its affiliates in order to learn whether

Southern Bell I S regulated custo_rs are protected trom cross

subsidy.

The audit identified a nuaber ot specific cross-subsidies and

cost shifts and .akes reco_endations relating thereto. In general
•

the auelitors conclude that the best protection for regulated

custoMrs and the ccmpany' s coapetitors is continued audit. a. long

as the commission has regulatory oversight of the Company's costs.

This leads to a second general finding. The el:imination of the

cross-subsidies and cost shifts identified in this report appear to

have taken on considerable urgency in J ligbt ot Southern Bell's

... -'
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efforts to advance legislative and regulatory plans that would

declare all exi.ting rates just and reasonable and apparently

eliminate regulatory oversight of co.t••

The draft finding. were .ent to the company for its review and

ca.aent. The written respon.es are attacheel. Southern Bell is

elisappointed with the individual audit findings for .everal reasons

and apparently disagree. with every finding and reccmaenc1ation.

Southern Bell's elisappointa8nt also st... in part from its opinion

that the outsiete consultants were not objective. The Company

ultimately conclude. that "no further action ia required by the

ccmai••ion."

We appreciate the courtesy and cooperation of Southern Bell's

s~aff. The auditors in charge of this project were Don craig of

•the co..iasion Staff anel Michael J. Majoros, Jr. of the economic

conSUlting firm of Snavely, King , Associat•• , Inc. who w.r.

assistad by Mr. J_s W. CUrrin and Mr. Richard B. Lee also of

Snavely, King' Associates, Inc.

B.B. Knowl••
Director of utiliti.s

- ....
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I. stDIMARY

The prilaary objective of this audit waa to review the

relationship betw_n the Coapany'a retiJUlated telepbone operations

and both ita nonrequlated activiti_ and the nonregulated

operations of its affiliates in order to learn whether Southern

Bell' a regulated custemers are protected fre. cross-subsidy.

Regardless of wbether a practice was sanctioned by any particular

rule, standard, or procacture, if the practice r_ulted in a cro.s

s\Jl:)sidy the auditors were obligatact to identify it as such. For

example, the Ca.pany achieves a significant cross-s\Jl:)sidy in the

incoae tax area wbich is not praclwlad by any particular rule.

This audit required the recognition of nlmerOUS regulatory and

policy issue. in addition to accounting .atters. It required

analys_ of the applicable regulatory polici_ developed in

ccmaission Dockets 3905-tJ, 3987-tJ and 4000-tJ and FCC Docket 86-111

that deal with cost allocation standards, affiliate transactions

"and related accounting. Tbe audit also required analyses of the

purpose. and effacts of Southern Balli s actions, plus the r_soning

that was used to apply the underlying polici_ in ligbt of those

purpos_ and effects. Fre. the auditors I per.pactive, the.e

requir~ts and r_soning' were appliact within constraints iJlposed

Dy proprietary agr.-nts and the inability to exaine certain

..tari.1.

As su.aarized ):)a1ov the auditors identified a nWlkMar of

spacific cross-suDsidies and cost shifts. The eliJaination of these
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croa.-.ubaidies and cost shifts appears to have taken on
•

considerable urqency in light of Southern Bell's efforts to advance

legialative and regulatory plans that would declare all existing

rates just and reaaonable and apparently eliminate any regulatory

oversight of costs.

This report is divicied into five Parts. This swaaary is Part

Ii Part II relates to the history of Camaiaaion activity in the

area of coat allocations and affiliate transactions. Part III

contains detailed discussion of the auditors' twenty-seven findings

categoriZed into five issue areaa -- tax allocation, MaaoryC&lll,

purchasing, cost allocations and affiliate tr~actions.

Tax Allocatign

Finding No.. 1 throuqh 7 and 27 deal with the Company's

allocation of tax benefits. The auditon found that many of~eae

benefits result in cros.-aubaidiea fraa regulated operations to

nonrequlated .ervice. and froll Southern Bell to BellSouth

'affiliate.. The auditors offer reca.aendationa that will provide

a fair and equitable sharing of these tax benefits.

I'M9rvca111

.F1D4in; Nos. 8 through 10 ci..l with the COIIpany's provision of

IIaIIOryC&lll service. During the course of the auclit it bec..e

clear that the CCDlJNUlY' s construction progr.. should be regularly

auclited for proper as.ignaent between regulated and nonregulated

I - 2
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activiti.. and that Right-to-Use fe.. should be directly a.signed

whenever possible.

In June, 1991 the Co_pany becJan to add x-orycalll costs to

r89Ulated operations in the Georvia surveillance Report. It did

not identify these costa in the Surveillance Report and it provided

no Official notification, tariffl or coat IUppOrt. The auditors

recem.and the Ccmapany be repriaanded for these failures.

Purchaling, Warab,P11Sinq and TnMter.

FindiD9 1'01. 11 throu9h 13 addr_1 purcbaaing, wartthouaiQ9 and

transfers. Two prbaary is.u.. -Z09ed: (1) COlt shiftl frOID

coapetitive to nonccmpatitive services and (2) a cross-Iubsidy of

nonregulated cuatoaar preaia_ equi~t (-en-) by regulated

operations. The cost shifta froa cOllpatitive to noncompetitive

services are related to a 1990 switch price r_tructure nego~iated

between Southern Ball and AT'T which appears to have inflated

noncoapetitive service costs and reduced ccmpetitive .ervice costl •

. The auditorl reca.aend that the Ca.aission investigate the

iJlplications and effects of this price restructure.

'l'ha cross-subsidy of nonrequlatad en by requlatad operations

r_ulted froa the inClusion of unprofitable CPE in BallSoutb

ServiceS-I (-US-) operations and the conaequent inclusion of thole

r_ulta in r89Ulated operations in the cc.pany -I Surveillance

Report. The auditori reccmaend a rate bale deduction. The Company

should allo be repri.lulndad for its failure to inform the collJlLission
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that the ass acid-back includ.d unprofitabl., oJ:t.ol.t., nonrequlated.
busin... CPE.

Cplt A11pcatign

Findin9 Nos. 15 anc:l 16 deal with cost allocations between

recJU1ated and nonregulated ••rvic.s. The auditors found the

coapany generally to be in coapliance with Part 64 of the FCC

rule.. However, a••uaing continued requlatory oversight of the

cOIIPany I a coats, audit .crutiny of the_ coat allocations will

DeCOlle acre critical a. the cc.pany' a ncmr89\1lated operations

Tbe aUditora reco~ th. uae of po.itive tiJae

reporting for BellSouth' a and Southern Belli a Legal DeParbaents to

ensure that each indiviclual is held acre directly accountable for

how hia or her tiJle ia charged.

eo

Attiliate TranlaptiPDI

Finding Nos. 17 to 27 identify .ev.ral i ••u.. and croaa

aubaidi.. in connection with affiliate transaction rul.a and coat

allocation atandarda. Tbe auditors rec~ incr...ed .crutiny of

affiliated 1.... transactions (Pind.iJl9 No.. 17 to 20). Th.

auditor. al.o rec~nc:l an adjuat:aent to the surv.illanc. R.port

in~t .ynchronization adjuataent to refl.ct int.r_t r.ceived

froa advances to affiliate. (Findinv Ro. 21). Finding No. 22

rec~ that the Cc.aission increa.e ita audit .crutiny of the

Cc.pany'. CPE-related transactions, and ia particularly relevant in

ligbt of Findinv Nos. 3 and 12. Pinding Ro•• 23 to 26 recamaend
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specific cost allocation procedures. Of Particular significance is

the rac:o...ndation to define -substantial third Party sales" as

-.anin; that 75 percent or acre of the aales are to non-affiliated

coapanies.

Finding No. 27 d..ls with affiliated tranaactions between

nonreplated do.-stic and foreign affiliates. It recaaaenda

referral of this finding to the IltS International Examination

Branch and the Qeorvia Depart1lant of Revenue IncOlle Tax Division

for further inv_tigation.

Finally, PiDding No. 14 explains vby Southern Belli. recent

levislative and regulatory initiativ.. incr.... the urgency of

eliainating subsidi.. found in this audit.

•
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